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KEY ECONOMIC INDICATORS 





1981 1982 1983* % CHANGE 





INCOME, PRODUCT & EMPLOYMENT 














GDP, current prices (J$M) 5,298 5,799 6,750 16.4 

GDP, constant prices ('74J$M) 1,889 1,889 1,923 is 
Per capita GDP, current 2,552 2,829 3,454 $2 5 
Per capita GDP, constant 914 922 900 - 2.4 
GDP, current prices (USS$M) 2,976 3,258 - ~ | 
GDP, constant prices (USS$M) 1,061 1,061 ~ ~ 
Per capita GDP, current (USS ) 1,438 1,590 - - j 
Per capita GDP, constnat (USS ) 5i3 518 - - 

Total employment (October, 000's) Via 711 745 4.8 
Unemployment rate (October) 25.6% 27.9% 26.9% 







OUTPUT OF MAJOR PRODUCTS (0000's of tons) 








Bauxite 11,682 8,378 7,683 - 83 
Alumina 2,556 1,758 1,907 $.§ 
Cement 162 235 273 16.2 
Sugar to7 196 193 = 5 
Bananas (exports) 19 22 24 9.1 








MONETARY DATA 







Change in C.P.I. (December) 4.7 6.5 16.7 
Change in GDP deflator S<5 Gies 14.3 
Money supply (December 31,J$M) 687 729 885 214 








BALANCE OF PAYMENTS & TRADE 








Net foreign exchange reserves (USSM) - 788 - 846 -1,210 - 43.0 
Gross external debt (USS$M) 1,369** 2,740 3,097 ie 
Annual external debt service (USS$M) 574 555 573 Pe 
Balance on current account (USSM) - 337 - 388 - 289 2565 
Exports (f.0.b.) (USSM) 975 769 686 - 10.8 
U.S. share of exports 40 34 33 - 

Imports (c.i.f. ) (USSM) 1,467 1,316 Ly2ek = 6.9 
U.S. share of imports 36 35 40 - 







TOURISM 


Total visitors (000's) Sow 670 783 16.9 
Hotel Room occupancy (average) 41.5% 53.3% 58.6% 









* 1983: US$1=J$1.78-3.15 





** Excludes BOJ debt 
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ECONOMIC TRENDS REPORT 


SUMMARY 


BACKGROUND: In spite of severe recession in 
bauxite/alumina, its main export product, and balance of 
payments strains, Jamaica's economy grew by an estimated 1.8 
percent in 1983. Tourism contributed much to this better than 
expected performance, with visitor arrivals up by 16.8 
percent. Other growth sectors were agriculture, which expanded 
by an estimated 5.5 percent, and manufacturing and 
construction, which grew by 2.8 percent and 3.4 percent 
respectively. Investment increased by 20.6 percent. 


Jamaica's unemployment rate declined marginally from 27.9 
percent in October 1982 to 26.9 percent in October 1983, 
Inflation, in contrast, accelerated. The CPI rose by 16.7 
percent in 1983, following single digit increases in the 
earlier two years. 


To address continuing serious foreign exchange imbalances, 
Jamaica undertook a series of exchange reforms culminating in 


the unification of its multiple exchange rate system in 
November 1983. Tighter monetary and credit measures were 
introduced. An auction system was set up in March 1984 to 
float the currency. Tighter fiscal measures have been 
announced in the new budget in order to reduce budget deficit 
to 8.3 percent of GDP. A new IMF standby program was announced 
in June, 1984. 


OUTLOOK: During 1984 economic growth will be limited by 
tight private credit and government spending policies and the 
liquidation of arrears. However, exchange rate depreciation 
will enhance businses opportunities in the export sector and 
lay the basis for future growth, particularly in export 
diversification. These export opportunities will also benefit 
from the Caribbean Basin Initiative, which provides one-way 
duty free access to the U.S. market for twelve years. 


INVESTMENT CLIMATE: Jamaica is receptive to foreign 
investment. The Jamaica National Investment Promotions Ltd. 
has been established to provide assistance to investors. U.S. 
Agencies such as Commerce, Eximbank and OPIC are very 
Supportive of U.S. business activity in Jamaica, especially 
where geared to increasing exports. The U.S. Business 
Committee on Jamaica, based in New York and Miami, offers 
counseling services. In addition, the Economic/Commercial 
section of the U.S. Embassy in Kingston stands ready to 
assist. 





PART A: CURRENT SITUATION AND TRENDS 


ECONOMIC PERFORMANCE 


Tne Jamaican economy stalled at the end of 1983. The sharp 
slide in bauxite production reached bottom while foreign 
exchange conditions remained turbulent throughout the year. 
Nevertheless, the economy registered an officially estimated 
1.8 percent growth rate for the year as a whole. Tourism, an 
unsustainably high level of imports, and a revival of Jamaican 
agriculture were important factors underlying the 
better-than-expected growtn. With tne decline in the value of 
the Jamaican dollar, the consumer prices index increased by an 
estimated 16.7 percent for 1983 versus 6.5 percent for 1982. 
Employment improved slightly, with the unemployment rate 
declining from 27.9 percent in October 1982 to 26.9 percent in 
1983. Investment rose by 20.6 percent. 


Mining: pBauxite output (including the bauxite content of 
alumina) fell to 7.7 million tons in 1983, a decline of 35.82 
percent from the 1980 peak of 12.0 million tons. A total of 
3.6 million tons of bauxite was sold to the U.S. for the 
Strategic stockpile during the last two years. About 1.4 


million tons of this was paid for in USDA surplus dairy 
products. 


Agriculture: The domestic food crop production rose by 1l.7 
percent during 1983. Nevertheless, Jamaican agricultural 
output remains well below peaks achieved in 1970. 


Sugar production decreased by 1.5 percent (193,000 tons). 
Production of bananas, the second most important agricultural 
export earner, increased by 6.8 percent to 23,500 tons. Cocoa 
and coffee crops showed good growth at 92.0 percent (to 2,738 
tons) and 19.7 percent (to 359,000 boxes) respectively. 


Tourism: Total tourist arrivals during 1983 increased by 
16.8 percent to 782,943. Stop-over visitors increased by 21.0 
percent to 566,151 and cruise passenger arrivals increased by 
8.1 percent to 210,153. The average hotel room occupancy was 
58.6 percent. Estimates of the Jamaica Tourist Board (JTB) 
place 1983 earnings from tourism at US$399M. 


Manufacturing and Construction: Manufacturing output 
including processed food, non-metallic mineral products, 
cnemical and chemical products and metal base products 
increased by an estimated 2.8 percent in 1983. The 





construction industry grew by 3.4 percent. Local production of 
cement and steel was up by 30.3 percent while imports of 
construction materials fell by 6.5 percent to J$118.9 million. 


CURRENT FINANCIAL SITUATION 


The prolonged, steep slide in bauxite/alumina exports nave 
played havoc with Jamaican finances. The overall budget 
Geficit for FY-1983/84 is estimated at 18.8 percent of GDP and 
net international reserves are estimated to be -US$1,208 
Million. 


To correct financial imbalances and qualify for a new IMF 
Standby arrangement, tne Government of Jamaica has launchd a 


stern economic program, the main features of which include: 


unification and devaluation of the Jamaican dollar; 
provision for auction system to float the exchange rate 
gradually toward equilibrium; 

tough limits on credit and monetary expansion; 
elimination of licensing requirements on all but a few 
imports; 

tax increases amounting to over 10 percent of last year's 


estimated tax collections. 


In addition, the FY84/85 budget severely constrains 
government spending. The government plans to reduce the budget 
deficit to 8.3 percent of GDP, or J$605 million. This will 


involve cutbacks in staffing of all ministries and puplic 
bodies. 


ECONOMIC PROSPECTS 


There are a number of underlying trends which favor and 
Support Jamaican growth potential. These include a 
firmly-entrenched turnaround in tourism, improved demand 
conditions for aluminum, the outlook for steady economic 
expansion in the U.S. and the new opportunities offered by the 
CBI. The tough policies now being implemented will serve as a 
brake on this year's growth. In fact, negative growth is 
possible. However, these policies enhance Jamaica's ability to 
realize full advantage of the favorable trends and 
opportunities cited earlier. How the austerity policies are 
executed, therefore, will be a major factor affecting the pace 
of Jamaica's recovery. 


In briet, the tighter fiscal and monetary policy will slow 
imports, construction, domestic-oriented manufacturing with a 
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high import content and government spending. However, they 
will encourage domestic agriculture and exports. Inflation 
will rise significantly but should not offset the advantages of 
Jamaica's devaluation, increasing the attractiveness of Jamaica 
to foreign investors which can use local inputs of labor and 
raw materials. 


The volume of Jamaica's bauxite exports is expected to 
increase by 10 to 15 percent. Foreign exchange earnings from 
these sales should grow even more rapidly reflecting firmer 
prices. In addition, inflows to Jamaica will benefit from new 
planned invetment for 1984/85 to increase efficiency of major 
alumina producers. 


Tourism is expected to grow for the fourth straight year, 
though less briskly than in the past. Arrivals are likely to 
increase by 1-5 percent for 1984, resulting in revenues in the 
vicinity of US$450-460 million. 


Agricultural production, especially of quality-conscious 
exports, was adversely affected in early 1984 by the 
unseasonable rains and cool weather. However, new export 
projects involving winter vegetables, bananas and horticulture, 
combined with the duty-free access provided by CBI, assure good 
prospects and increasing output. 


Growth in construction will be difficult to achieve this 
year. A large number of construction projects which are in 
progress and those financed with outside assistance will be 
completed. But, new projects will be inhibited by credit 
restrictions and a tight government budget. 


Similarly, manufacturing will be hampered by the scarcity 
of foreign exchange and limited credit. Firms that do export 
will be best placed to increase output and employment. 


PART B: IMPLICATIONS FOR THE UNITED STATES 


The Caridbean Basin Initiative now provides duty free 
access to the United States market for nearly all Jamaican and 
CBI country products with the exception of textiles, canned 
tuna, shoes and certain leather goods and petroleum and 
petroleum products. In addition, U.S. Government agencies are 
providing a number of back-up advisory and financial services 
for the region to encourage investment in CBI countries. 





INVESTMENT OPPORTUNITIES 


Jamaica offers a host of advantages to the potential 
investor. Proximity to the U.S. market, good sea and air 
transport, adequate infrastructure, tax and other incentives, a 
plentiful labor supply and a government which favors the 
private investment are among Jamaica's strongest attractions. 


Tne Embassy believes that textile and assembly production, 
Operated under the 806/807 program, and located in the Kingston 
Free Zone, are particularly attractive. The Free Zone, offers 
an impressive package of incentives for investors producing for 
export. Currently, there are three U.S. garment manufacturers 
in the Free Trade Zone. These firms are expanding and have 
been joined this year by two Hong Kong firms, with two others 
expected to start up shortly. 


Over the last year, U.S. investors have had success in 
agriculture and agribusiness, particularly livestock and 
poultry projects. There are many untapped opportunities in the 
areas of winter vegetables, horticulture, tropical plants, 
spices and the like. 


Investment in tourism is welcomed. The Government has 
three publicly owned hotels up for lease or sale - in Kingston, 


Port Antonio and Runaway Bay. A number of other projects are 
in the planning stage. Given the growth in Jamaica's tourism 
industry, it is time to look for the construction of new 
facilities, both hotels and tourist attractions. A number of 
new facilities are already being planned, particularly for the 
Negril area. 


Notwitnstanding these advantages, some U.S. investors have 
experienced difficulties in doing business in Jamaica. Among 
the most significant are cumbersome customs procedures and 
bureaucratic inertia. The Government has established Jamaica 
National Investment Promotions Ltd. to help investors overcome 
these difficulties. Tne success of a broad range of U.S. 
investors, from well-known multinationals to small agribusiness 
firms, shows that the difficulties of doing business in Jamaica 
are not insurmountable. In addition, the Government continues 
to progress in its structural adjustment program, which should 
alleviate a number of these problems over time. The 
termination of licensing requirements for most business inputs 
(vehicles are notable exception) should reduce problems of 
importing raw materials. Also, with the achievement of an IMF 
standby agreement and a stable mechanism for floating the 
Jamaican dollar toward equilibrium, the financial turbulence 
experienced in 1983 should subside. 





EXPORT OPPORTUNITIES 


The U.S. is Jamaica's most important trading partner. In 
1982 the U.S. supplied in excess of 50 percent of Jamaica's non 
oil imports. 


The U.S. Government provides financial guarantees to U.S. 
agricultural exports through the Commodity Credit Corporation 
(CCC). In FY-1984 CCC guarantees for Jamaica amounted to $77.5 
million. Tne U.S. anticipates continuing high level support 
from CCC. In addition, approximately $20 million in U.S. 
agricultural commodities will come to Jamaica on concessional 
terms under PL-480, the "Food For Peace" program in 1984. The 
PL-480 assistance is expected to rise to US$35 million in FY 
1985. 


The U.S. is also a major supplier of capital equipment for 
Jamaica's agricultural and light manufacturing sector. The 
Empassy believes that AGRO-21 and the CBI will create a 
pressing need for Jamaican agriculture and industry to 
"retool". We anticipate increased demand for agricultural 
machinery, fertilizer, food processing equipment and grading 
and packing equipment. 


CBI, it should be noted, also gives incentive to use U.S. 
products by allowing of 15 percent of the 35 percent 


value-added to qualify for duty free treatment under CBI to be 
accounted for by U.S. goods. 


Steady growth in the tourist industry will assist demand 
for meat, fish and dairy products. The upgrading and 
refurbishing of hotels and restaurants, will create 
Opportunities for sales of hotel equipment and furnishings. 


Jamaica's austere financial situation will force deferral 
of some major infrastructure projects. Nevertheless, there is 
potential for exports to support water resource development, a 
government sponsored low cost housing scheme, and a proposed 
major coal conversion project. 


IAPORT OPPORTUNITIES 


The CBI has improved access to Jamaican products to the 
U.S. market. Nevertheless, many potential Jamaican exporters 
lack distribution and marketing channels in the U.S. Among the 
many Jamaican products in need of better marketing channels 


are: processed fruits and vegetables, horticulture, handicrafts 
and furniture. 


CONCLUSION: 


For further information on business opportunities contact the 
Economic/Commercial Section of the U.S. Embassy in Kingston at 
(809)929-4850. 
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